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Telecommunications Research and Action Center (“TRAC™),"" which describes its primary goal
as “promot[ing) the interests of residential telecommunications customers.”''"* TRAC has
published what it claims to be “independent® studies (all with nearly identical conclusions) for
several other Verizon states, plus California, Illinois, F-Iorida.and Georgia. The studies purport
to show that consumers will *“benefit” from BOC entry into the long distance market in the form

of lower prices for long distance and local services.

99. The conclusions reached by TRAC in its various studies are not credible. First.
although TRAC poses as an advocate for consumer interssts, the organization’s funding can be
traced back to the RBOCs. Second. and more importantly, the methodology that TRAC employs
is seriously flawed and grossly exaggerates the savings, if any, that consumers might plausibly
obtain from RBOC long distance entry. Appendix | to this affidavit contains a substantive
review of the independence of these “studies.” and shows that they do not stand up to any serious
analvucal scrutiny. Any reliance by the Commission upon the conclusions of these studies or

upon any extrapolations or inferences derived therefrom would be highly misplaced.

|15, In response to discovery. Verizon DC did identify “the studies conducted by TRAC “as
peing “analvses. reports Or other documents relating to the purported benefits from Verizon's
iong distance entn in New York. Massachusetts. New Jersey and Pennsylvania.” See. Verizon
DC response to AT&T Data Request 4-2.

|16, hitp/rwww trac org/about/index htm|, accessed 09/]8/02.
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! CONCLUSION

12

3 Verizon DC has failed to present adequate evidence via its Section 271 application for this
4 Commission to concludethat a grant of authority toenter the in-region long distance

5 market in the DX of Columbia isin the public interest.

6

7 100. In considering Verizon DC's Section 271 Application and in making its consultative

8 recommendation to the FCC. the Commission should recognize that the failure of meaningful

6 and effective competition to develop in the District's local services market despite years of
10 regulatory attention and billions of dollars of investment may well be due largely to the insur-
11 mountable barriers that perpetuation of the existing integrated Verizon have created. Given the
12 persistently slow pace at which local competition in the District has been able to develop under
13 the existing integrared operation of Verizon. especially in light of recent CLEC bankruptcies.
14 1ogether with the enormous marketing advantages that Verizon will acquire in selling its long
13 distance services to what are essentially captive residential and small business subscribers.
It aliowing Verizon into the long distance market at this time is decidedly inconsistent with the
17 public imierest Verizon can and. as the experience in New York amply confirms. will use its
1& dominance of the local market to preemptively sell its long distance services to inbound
19 customers. and even with minimal marketing and advertising generally can be expected to
200 rapidly increase 1ts share of the District's long distance market to the point of substantial market
' dominance. Rather than increasing competition in long distance services as the Company

22 contends will arise as a result of its entry. market concentration will grow, competition will

[
L

sufier. and prices to consumers will inevitably rise.

L]
39
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101. Once Verizon DC has obtained §271 authority, its incentives for further compliance
with $251 and $752 of the 96 A¢+ will be significantly diminished. The absence of successful
competitive entry and penetration in the District's local service market. the potential for Verizon
DC "*backsliding™once its long distance business has been established. and the serious risk that
Verizon DC will come to monopolize the District's long distance market as well. all portend a
serious and permanent diminution of competition in the District. leading ultimately to higher

prices and fewer choices for DC consumers.

102. Although Section 272 requires structural separation of the BOC and its Section 272
affiliate for the first three years following 271 approval (unless further extended by the FCC). in
those regions where Verizon has been granted interLATA authority, the Company consistently
operates in @ manner that simulates full integration while purporting to ""comply.™ albeit facially.
with the separate affiliate requirement.  Through cross subsidies and predatory pricing in the
rorm of joint marketing, billing. and product tie-ins. Verizon Long Distance is able to leverage
tne \ erizon DC 91 .8% local market share into pricing plans that cannot possibly be matched by
it |\ C compeuitors. even by competitors offering a bundle of local and long distance service.
L:nless \ erizon DC agrees to comply in a meaningful way with the Section 272 code of conduct,
the Company will be able o exploit its affiliate relationships to the detriment of CLECs, IXCs
and customers alike. Moreover, given Verizon's position before the FCC regarding BOC-wide
sunset of the Section 272 separate affiliate requirements. it may have no obligation to adhere ©
an\ federal competitive safeguards in its provision of intetLATA services. Forall of these
reasons. approval of Verizon DC's Section 271 Application is not in the public interest, and the

 ommusston should recommend to the FCC that Verizon DC's Application be rejected unless
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1 and until the specific recommendations set forth & paragraph 10 above, along with the general

2 concerns expressed throughoutthis affidavit. have been addressed.
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PUBLIC SERVICE COMISSION
OF THE DISTRICT OF COLUMBIA

In the Matter of Verizon Washington.

D.C..Inc.'s Compliance With the

Conditions Established in Section 271 of Formal Case No. 1011
the Federal Telecommunications Act of

1996
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h Fhe toregomg Alhdavitidentified as OPC Exhibit A i FC 1011 was prepared
bascd upon my review of the testimony being proffered by Verizon Washington, D.C. in suppont
ot Appheanon for authority, pursuant 1o Section 271 of the Telecommunications Aet of 1996

CTEAYCT or AT o enter the in-region long distance market in the District of Columbia. and
wunous other periiment documents.
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Statement of Qualifications of
LEE L. SELWYN

Dr. Lee L. Selwyn has been actively involved in the telecommunications field for more than
twentv-five years. and is an internationally recognized authority on telecommunications
regulation. economics and public policy. Dr. Selwyn founded the firm of Economics and
Technolog!. inc. in 1971. and has served as its President since that date. He received his Ph.D.
degree from the Alfred P. Sloan School of Management at the Massachusetts Institute of
Technolog?. He also holds a Master of Science degree in industrial Management from MIT and
a Bachelor of Arts degree with honors in Economics from Queens College ofthe City University
of New York.

Dr. Selwyn has testified as an expert on rate design. service cost analysis. form of
regulation. and other telecommunications -policy issues in telecommunications regulatory
proceedings before some forty state commissions. the Federal Communications Commission and
the Canadian Radio-television and Telecommunications Commission. among others. He has
appeared as a witness on behalf of commercial organizations. non-profit institutions. as well as
local. s:ate and federal government authorities responsible for telecommunications regulation
and consumer advocacy.

He has served or is now serving as a consultant to numerous state utilities commissions
includmg those in Arizona. Minnesota. kansas, Kentucky. the District of Columbia.
Connecuicut, California. Delaware. Maine. Massachusetts. New Hampshire. Vermont. New
Mexico. Wisconsin and Washington State. the Office of Telecommunications Policy (Executive
Office of the President). the National Telecommunications and Information Administration. the
Federsl Communications Commission. the Canadian Radio-television and Telecommunications
Commussion. the United Kingdom Office of Telecommunications. and the Secretaria de
Comunicaciones v Transportes of the Republic of Mexico. He has also served as an advisor on
telecommunications regulatory matters to the International Communications Association and the
Ad Hoc Telecommunications Users Commiaee. as well as to a number of major corporate
telecommunications users. information services providers. paging and cellular carriers, and
specialized access services carriers.

Dr Selwvn has presented testimony as an invited witness before the U.S. House of
Represematives Subcommittee on Telecommunications. Consumer Protection and Finance and
nelfore the U.S. Senate Judician Comminee. on subjects dealing with restructuring and
acregulation of portons of the telecommunications industry.
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In 1970. he was awarded a Post-Doctoral Research Grant in Public Utility Economics under
a program sponsored by the American Telephone and Telegraph Company. to conduct research
on the economic effects of telephone rate structures upon the computer time sharing industry.
This work was conducted at Harvard University's Program on Technology and Society. where he
was appointed as a Research Associate. Dr. Selwyn was also a member of the faculty at the
College of Business Administration at Boston University from 1968 until 1973. where he taught
courses in economics. finance and management information systems.

Dr. Selwyn has published numerous papers and articles in professional and trade journals on
the subject of telecommunications service regulation. cost methodology. rate design and pricing
policy . These have included:

""Taxes. Corporate Financial Policy and Return to Investors™
National Tax Journal. Vol. XX. No.4. December 1967.

"Pricing Telephone Terminal Equipment Under Competition**
Public Utilites Forinighthy, December 8. 1977.

""Deregulation. Competition. and Regulatory Responsibility in the Telecommunications

industny ™
Presented at the 1979 Rare Symposium on Problems of Regulated industries - Sponsored by:

The American Universiny. Fosrer Associares. fnc., Missouri Public Service Commission.
{ niversin of Missouri-Columbiu. Kansas City. MO. Februan 11 - 14. 1979.

“Sifung Our the Economic Costs of Terminal Equipment Services™
Teiephone Engmeer and Management. October 15. 1979,

L sage-Sensitive Pricing” (with G. F. Borton)
ta three part Series)
Telephom . Januan 7.28. Februany 11, 1980.

“Perspectives on Uisage-Sensitive Pricing"
Public Utiliies Formightly, May 7. 198

“Diversification. Deregulation. and Increased Uncertainty in the Public Utility Industries™
Comments Presented at the Thirteenth Annual Conference of rhe Institute of Public Utilities,
Willlamsburg. VA - December 14 - 16, 1981.

""Local Telephone Pricing: Is There a Better Way?: The Costs of LMS Exceed its Benefits: &
Report on Recent U.S. Experience.”

Procecdings of a conference held ar Montreal. Quebec - Sponsored by
( unadian Radio-Television and Telecommunications Commission and The Cemtrefor the
Stuav of Regulated Industries. McGill University, May 2 - 4, 1984.
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""Long-RunRegulation of AT&T: A Key Element of A Competitive Telecommunications
Policy™
Telematics, August 1984.

"ISEqual Access an Adequate Justification for Removing Restrictions on BOC
Diversification?"'

Presenred ar the Institute of Public UriliriesEighteenth Annual Conference. Williamsburg.
VA - December 8 - 10. 1986.

“Market Power and Competition Under an Equal Access Environment™*

Presenred ai the Sixteenth Annual Conference. "Impacrof Deregulation and Marker Forces
an Public Uriliries: The Future Role of Regularion”

Institute of Public Uriliries. Michigan Siate University, Williamsburg. VA - December 3 - 5,
1987.

""Contestable Markets: Theory vs. Fact™

Presenred ai the Conferenceon Current /ssues in Telephone Regulations: Dominance and
Cost Allocarion in inrerexchange Markers - Cenrerfor Legal and Regulatory Studies
Depariment of Management Science and InformarionSystems - Graduate School of
Business. Universiry of Texasai Austin. October 5. 1987.

"The Sources and Exercise of Market Power in the Market for Interexchange
Telecommunications Services'

Presented ar the Nineteenth Annual Conference- “Alrernatives to Traditional Regulation:
Options tOr- Reform ™ = [Institure of Public Utilities. Michigan State Universin', Williamsburg:
\ A, December. 1987.

""Assessing Market Power and Competition in The Telecommunications Industry: Toward
an Empirical Foundation for Regulatory Reform*
Federal Communications Lav- Journal. Vol. 40 Num. 2, April 1988.

~A Perspective on Price Caps as a Substitute for Traditional Revenue Requirements
Keyiation”

Presenied ai the Twentieth Annual Conference- “New Regulatory Concepts, issues and
Controversies ™ - Insrirure of Public Liitities, Michigan State Universiry, Williamsburg. VA,
December. 1988.

“The Sustainability of Competition in Light of New Technologies®* (with D. N. Townsend _ ,i
and P. D. Kravtin) :
Presenied ai the Twentieth Annual Conference- /nstitute of Public Urilities Michigan State
Cniversine, Williamsburg. VA. December. 1988.




Dr. Lee L. Selwyn Statement of Qualifications

-'Adapting Telecom Regulation to Industry Change: Promoting Development Without
Compromising Ratepayer Protection'* (with S. C. Lundgquist)
IEEE Communications Magazine. January. 1989.

“The Role of Cost Based Pricing of Telecommunications Services in the Age of Technology
and Cornpetition™*
Presented at Narional Regulatory Research Institute Conference.Seattle. July 20. 1990.

" A Public Good/Private Good Framework for Identifying POTS Objectives for the Public
Switched Network™ (with Patricia D. Kravtin and Paul S. Keller)
Columbus. Ohio: National Regulatory Research Institute, September 1991.

-"Telecommunications Regulation and Infrastructure Development: Alternative Models for
the Public/Private Partnership*

Preparedfor the Economic Svmposium of the /nrernational Telecommunications Union
Ewrope Telecom '92 Conference.Budapest. Hungary, October 15. 1992.

“Efficient Infrastructure Development and the Local Telephone Company's Role in
Competitive industry Environment'* Presented at /he Twenry-Fourth Annual Conference.
Institute of Public Utilities. Graduare School of Business. Michigan Stare University.,
“Shifung Boundaries between Regulation and Comperirion n Telecommunicationsand
Encren " Williamsburg., VA. December 1992,

""Measurement of Telecommunications Productivity: Methods. Applications and
Limitations” (with Frangoise M. Clones)

Presented ai Organisation for ECONOMIC Cooperation and Development. \Working Party on
Teiccommumcation and Information Senvices Policies. '93 Conference "Defining
Fertormance Indicators for Competitive Telecommunications Markers", Paris. France,
February 8-9.1993.

“Telecommunications Investment and Economic Development: Achieving efficiency and
balance among competing public policy and stakeholder interests'*

Presented ai the 7035tk Annual Convention and Regulatory Symposium, National
Assocration of Regulatory Utiliny Commissioners. New: York. November 18. 1993.

“The Potentiat for Competition in the Market for Local Telephone Services'* (with David N.
lownsend and Paul S. Keller)

I’resented at the Organization for ECOnomic Cooperation and Development Workshopon
Teiccommunication Infrastructure Competirron. December 6-7. 1993.

“Markei Failure in Open Telecommunications Networks: Defining the new natural
monopaly.” Utilities Policy. Vol.4. No. 1. January 1994.
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The Enduring Local Bottleneck: 3Moropoly Power and the Local Exchange Carriers. (with
Susan M. Gately. et al) areport prepared by ET] and Hatfield Associates. Inc. for AT&T.
MCI and CompTel. February 1994.

Commercially Feasible Resale of Local TelecommunicationsServices: An Essential Siep in
rhe Transirionte Effective Local Competition. (Susan M. Gately. et al) a report prepared by
ETI for AT&T. July 1995.

""Efficient Public Investment in Telecommunications infrastructure™
Land Economics, Vol 71.No.3. August 19956.

Funding Universal Service: Maximizing Penetration and £fficiency in a Competitive Local
Service Environment. Lee L. Selwyn with Susan M. Baldwin. under the direction of Donald
Shepheard. A Time Warner Communications Policy White Paper, September 1995.

Stranded Investment and the New Regularow Bargain. Lee L. Selwyn with Susan M.
Baldwin. under the direction of Donald Shepheard. A Time Warner Communications Policy

White Paper. September 1995

""Market Failure in Open Telecommunications Networks: Defining the new natural
monopoly.” in Nenworks, Infrastruciure. and the New Task for Regulation, by Werner Sichel
and Donal L. Alexander. eds.. University of Michigan Press. 1996.

Establishing EffectiveLocal Exchange Comperirion: A Recommended Approach Based
Upon an Analvsis 0fthe United States Experience. Lee L. Selwyn, paper prepared for the
Canadian Cable Television Association and filed as evidence in Telecom Public Notice
CRTC 95-96. Local Interconnection and Network Component. January 26. 1996.

The Cost of Universal Service. A Critical Assessment ofthe Benchmark Cost Model, Susan
M. Baldwin with Lee L. Selwyn. a repon prepared by Economics and Technology. Inc. on
behall ofthe National Cable Television Association and submitted with Comments in FCC
Docker ho. CC-96-45. April 1996.

Economic Considerations in the Evaluation of Alrernarive Digital Television Proposals. Lee
L. Seiwvn (as Economic Consultant). paper prepared for the Computer Industry Coalition
on Advanced Television Service. filed with comments in FCC MM Docket No. 87-268, In
rhr Matter of Advanced Television Systems and Their Impact Upon the Existing Television
Broadcast Service. July I'1. 199%.

Assessing Incumbent LEC Claimsso Special Revenue Recovery Mechanisms: Revenue
opportunities. Marker assessments. and further empirical analvsis of the "Gap" berween
embedded and forward-looking costs. Patricia D. Kravtin and Lee L. Selwyn. In the Matter
of Access Charge Reform. in CC Docket NO.96-262. January 29. 1997.
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The Use of Forward-Looking Economic Cost Proxy Models. Susan M. Baldwin and Lee L.
Selwyn. Economics and Technology. Inc.. February 1997.

The Effect of Internet Use On The Nation's Telephone Nerwork. Lee L. Selwyn and Joseph
W. Laszlo. a report prepared for the Internet Aceess Coalition. July 22. 1997.

Regulaton Treatment of ILEC OperationsSupport Systems Costs. Lee L. Selwyn.
Economics and Technology. Inc.. September 1997.

The ‘ConnecticutExperience”with Telecommunications Competition: A Case in Getting it
Wrong. Lee L. Selwyn. Helen E. Golding and Susan M. Gately. Economics and Technology.
Inc.. February 1998.

Where Have AN The Numbers Gone?: Long-term Area Code Relief Policies ond the Need
for Short-term Reform. prepared by Economics and Technology. Inc. for the Ad Hoc
Telecommunications Users Committee. International Communications Association. March
1998.

Broken Promises- A Review of Bell Atiantic-Pennsylvania's Performance Under Chapter
30. Lee L. Selwyn. Sonia N. Jorge and Patricia D. Kravtin. Economics and Technology.
Inc.. June 1998.

Biilding 4 Broadband America: The Competitive Kevs tc the Future of the Interner. Lee L.
Selwwn, Patricia D. Kravtin and Scott A. Coleman. a repon prepared for the Competitive
Broadband Coalition. May 1999.

Bringing Broadband to Rural America  /nvesimen: and InnovationIn the Hake ofthe
Telecom AN, Lee L. Selwyn. Scott C. Lundquist and Scott A. Coleman. a report prepared
for the Competitive Broadband Coalition. September 1999.

Dr. Selwwn has been an invited speaker at numerous seminars and conferences on
telecommunications regulation and policy. including meetings and workshops sponsored by the
National Telecommunications and Information Administration. the National Association of
Regutatorn Utiline Commissioners. the U.S. General Services Administration. the Institute of
Pubhe Litihues at Michigan State University. the National Regulatory Research Institute at Ohio
State Lniversity. the Harvard University Program on Information Resources Policy, the
Columbia  ULniversitn  Institute for Tele-information. the International Communications
Association. the Tele-Communications Association, the Western Conference of Public Service
Commussieners. at the New England. Mid-America. Southern and Western regional PUC/PSC
conterences. as well as at numerous conferences and workshops sponsored by individual
regulaton agencies.
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T verrron Products & Sarvices Customer Support | About Verizon

@ Contact us
Aiready registere
customized new:
News Release Please sign in.
@ Search
'Keyworc O . Lo emait
Vernon Asks PSC To Support Company's Request To Offer Long .
Advanced Search Distancen Nation's Capital .
Filing Brings Washingtonians Closer to Full Telecom Competition password
News Center Main Page July 12, 2002

News Archive
Media contact:
Media Conlacts Sandra Arnette, 202-392-1021
Harry Mitchell. 304-344-7562
Press ¥nts

WASHINGTON - Consumers in the Nation's Capital are a major step

Public Policy tssues closer to enjoying full telecommunications competition.

Key Executives ‘ ) ) _
Verizon today netified me District of Columbia Public Service Commission

Image Gallery (PSC)that the company plansto file an application |ater this year with the
Federal Communications Commission {FCC} to offer iong-distance service
in Washington. D.C

Saying that mMe local Phone market s obviously and trreversibly open to
competiticn Verizon s taking the next step in s bid to offerlong-distance
service lo consumers and businessesin the District

Vernizon 1s seeking the PSC's support of the company's upcoming long-
distarnce application wrth the FCC. which ultimately has the authenty to
allow Verizon to offer long-distance service inthe Distnct.

The FCC has 90 days 1o review Venzon's long-distance bid once the
company fles 1ts application with the federalagency The PSC and the
Us Deparment of Justice will provide their consultations to the FCC
before it makes a gecision

“It's time for Washingtonians to reap the benefits of full
lelecommunicationscompetition that consurners elsewhere are enjoying
today." said Marie C. Johns, president of Vernon Washington. D.C.
"Distnet consumers should be able to realize sanngs similar to those
availableteday in New York. Massacnusetts. Pennsylvania, Connecticut.
Rhege Island, Vermont. Maine and New Jersey™

Venzon now offerslong-distance service in<4 slates and te 8¢ percent of
its loeat phone customers across the country

"we've worked very hard over the pastfew years to reachthis peint, and
we ook forwardto proving our readinessto the commission.” said Johm

Consumers are sanng as much as $1.8 billion annually from localand
long-distancecompetifion associated wiah Vernon's entry intoleng-
distance markets according to studies analyzed by Vernon. The savirgs
are based on projections from a vanety of indepsndenteconemists and
consumer watchdog groups
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Varizon Communications

verzon Commurications (NYSE VZ) 1S0ne of the worlds leading
providers of communications services \ernon companies are the largest
pmwders of waretine and wireiess communications m the United States
with 1338 million access line equivaients and approximateiy 29.6 million
wireiess customers Vernon IS also the larpest directory publisher in the
world With more than $67 billwon in annual revenues and nearly 248,000
employees Vernon's global presence axtends to more than 40 countnes
inthe Americas Europe Asia and the Pacific For mom information on
Vernzon WSN www venzon tom

Copynant 2052 Verzon Privacy Policy | Site Map | Hame
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“FCC’s Powell Says Telecom ‘Crisis’ May Allow a Bell to
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Wall Street Jovrnal
18, 3603

page 45 #Y

FCC’s Powell Says Telecom ‘Crisis’
May Allow a Bell to Buy WorldCom

By Yoour ). DREAzZER

WASHINGTUN--Declaring the tele-
commuiicalions ndustry in 4 state of
“utter ¢crisis.” the chairman of the Fed-
eral Comunications Commission sug-
sested his agency could allow a Baby
RBelt to take over WorldComn Inc., a combi-
nation apce seen as unthinkabie.

A merger of a large regional phone
cartier aml the nation’s second-larpest
iong-distance company would reverse the
FCC's position on such deals. N could also
revive the spintt of AT&T s monopoly be-
fore the 198 court
ordered  breakup
that created the re-
momal Baby  Bells,
by allowing  one
cotnpsiny to control
fuige swaths of hath
nuirkets.

But in his hirst
public  comments
on the unfolding
WorldCom scandal.
FCC Chairman
Michael Powell
said the industry’s
baltered, debt-ret-
den condition now jeaves regulators hittie
chince but to consider such oplions, espe.
crtlly 5f the alternatives would disrupt
phone and data service 1o WorldUom's 20
rmithon customers, Tu keep WorldCom's
oprerittions stable, he atso called for the
government to confinie its bithons of dol-
lars w lederal contracts with the cum-
pany. rather than pull back as some
White House ofbcials have suggesied.

Mr. Powell caultoned that a Bell's byl
for WorldCom would stili be [4r from cer-
tain to win regulatory approval. But one
remedy for e brogder industry's ilis, he

said. could be major consolidations along
thr lincs the defensc ingdustry wenl
through in Ihr 19905,

“There are plenty of dectrines in anit
trust and computition policy that would
take into consideration the duress and
state of the markel,” said Mr. Powell,.
wi in the Clinton administration was a
top official or the Justice Department’s
antilrust division. *H a Reil vompany

Elsewhere in the ‘Crisis’

8 Andersen was notilied about World-
Conn acvounting irregularities bt
nored the warnings, A3 .

B Several hidders made offers for Gwest™s
directories business Friday, 154

brought a deald te us, that would cerlainly
be part of the consideration.”

Just five years apo, then-FCC Chair-
min Reed Hundt helped sink a potential
$50 Latlion merper belween the Riby Bell
SRC Commmunications Inc. and AT&ET
Corp. - still e leading long-distance ¢ar-
rier by publicly labeling such a combi-
nation “unthinkable™ beciuse of its size.

A deal between o Bell and WorldCom
also vould lead tv further consolidation
as the othier Bells scrambled to acquire
AT&T and Sprint Corp. as a way of keeg-
ing pace. Mr. Powell, however, suggested
that Bells prebably would have trmuhble
aflfording such acquisitions.

Damage (o the ielecommmunications
sector, {he FCC chairman said, extends
far beyond ailing companies such as
WoridCom. Giobal Crossing Ltd. and
Qwest Communications International Inc.
Even relatively stable companies such as
Verizon Communications Inc. and SBC

Please Turn to Page A4, Colunm [
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FCC Chief Says TelecomCrisis Could Change Rules |
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face huge challenges pow that lenders are
extremely hostiie to telecom companies.

“The real problemn is that there was a
collapse i tms sector. @ crisis i this
sector, even before afl of s happened.”
he said, notng that WorldCom's share
prce had punged 1o 81 before tie ac-
rounting scandal broke. “That's why this
15 S0 paunful to the telecom market - talk
about semething that was down on its
knees and didn’t need o be Kicked n
the g™

Mr. Powell sind 2 big coneern is that
other  Wwlecommumnications  cOMpanies
may be hiding their own accoumting ir
recularittes. He dechned o naine spe-
eiftie companies. it said his agency is
trving to be prepared for the wmpict a
pbankruptey fillng sy WorldCom or other
carriers woutld hinve on their customers.

En o wele ranging mterview in s of-
fice where an oversized Had-sereen com
puter monaar <its on e sprawhing desk,
Ao Peawel sakd the governmen! bore
some responsitalits for the mdustey's
problem-. wineh becan witls the frengy o
creste nese comzsines follweme the Lsnd
nuitk e Gewosmmuniecations Ack The
L alisted Bicdis and lonedistianee com-
paanees beoepter eact ol s Markels
fomber anrreased competsiion but didn’e and-
¢~ the that they wonld ook toe
acguire cach oiterr and reduee the pone-
bl b enmpetitors

Moo Powelt sapd that he Yunks the
FUC mins e ereed o the past by ime
plieitls eneoateine e iofmation of hun-
areds of Bell competitors without reakiz-
e b Bew of teeny would nltnmidefy e
able e siaevine Mans of those compignes
portenwedd heavin b finanee their gqainck
expmsion bt nove smee filed for bank:
raptes of appest hikels o do so o the
near futur

“Woe rarrectts beheved these markets
dinin’t peed b he mataral monopabes
! ey oot bee compeliive, but |
ok we tended foover-exaggeritle how
quickhy amd how dreamatically it econkd
oecorie cogretlive,” Mo Powell said

Fressure feoshow prefits apparentiyv
bed consprames sueh s WorkdCom to cook
tent ook whien then perflormanes
Lidedd T vy up Lo expeclations, ~f(
wotldn 't shock me.” Mr Powell sand, if
theres were mare eompanies that couldn’t
resest those pressures honestly,

Moo Poweeli s rentarks came day s al-
e former WorldUom executives  ac-

s’

Wrong Numbers

FCC Chairman Michast Poweli said the telecommunications mdustry 6 in a State of “utier crsis™ brought
aboul by arave of bankruptoes. accounuing scandals. and plunging stoch pnces.

Stock prices plummet...
Percent change of four major teiecom
companies’ shares since March 2000:

~ AT&T
— Global (rossing
= Qwest

As the industry melts down
The last two years have beenrough oh
telecom companies bw any measure.

B At the endd of 2000 there were 330 compttitme
locak-exchange camers challengng Baby Beils
Today there are fewer than 80

& in the past two years, nwesions have sulfered
more than $2 tnlhon w paper losses from a
prealer man 60% drop in the telecom sector's
market value.

& Capital spending by telecom compamnes
dechned 25%0l1ast year ann I1Slorecast 1o grop
another 20% this year.

= As of March. only 10% of the 30 mathon miles
of fiber-optic cabies stretched out under the

US. was in use
Soust v Hhervan Batasmesm: WS reuparch

By s revenues by almost §1 billion an-
eered liwmakers at o congressional
hedrimg by refusmg 1o lestify. One of the
exerutives, former WorldCom chiel linan
il officer Scott Suthvan, has told the
company’s internal  mveshigators  that
onstedd chuel excecutive oflicer Bernard 1.
Ebbers knew of his plan to shift billions
of dojlars of pormal expenses inlo cam-
Lal expenditures accounts, boosting the
COMPANY s cartngs, congressional inves-
ngators siid. M. Ebbers’s attorney de-
utes (st account.

Mr. Powell siaad Messrs, Sulhivan and
Ehbers deserve o he punished for their
roles. At the end of the day, the offic-
ers af a rorporation are responsibie for
the credibnhty and value of that cotpora-
ti,” Mr. Powell said. “This was clas-
sie dime-store fraud. and it may have
spread deep o the company like a
caneer.”

Nevertheless, he made clear the com-
pany’s lope-distinee and datay serviees
operialions need 1o be kept stable, thongh
the General Services Admunistration is
revivwing WorldConm's government con-
tracts and the White House has said it
tght biir Tedera) agencies from signing
new deals with the company.

The government “ougld to bt very,
very careful abont adding to the cireom-
sl.mrvs m.u mght collapse :hv vom-

Vi Gt T L e Faeent e

pany whose assets are eritical compo-
nents of the entire network, 1t woukl be
nmwessy if they became unavailable.”

WorkiCon's current management, i n
cludmg new CEO John Sidgmere, said
Thursday that a bankruptey filing by
(he company, based in Clinton. Miss.,
was fooking increasinghy likely. Protect-
thg WorldCom's business and residen-
tid customers 15 rapidly becoming a hot
pelitical isswe. On Friday, Senate Com-
merce Commitier Chairman Ernest E
Hollings wrote Mr. Powell that his “fore-
maest respansibiiity is o protect the in-
tegrity amd reliahibty oF the nation's
teiecommunications  network.™  The
South Carohnit Democrat also asked Mr.
Powell to detail the agency's contin-
goncy plans.

At this paint. Mr. Powell said, Workd-
Com's officials and lenders have given
assurances that |hr company would con-
tinue to fully maintain its voice and
data networks, “itU's going lo be a tricky
sitnation because there will need lo be
R major restructuring of the company
or its assots that deesn't head Lo service
vutages.” Alr, Pewel) sad. “We're watch-
ing closely, bt for now M h the com-
pitny and the banks believe that keep-
ing thr nelworks running is in every-
one's best miterest.”™

Still. lw said. "thmgs are becoming

svvoyriy ket b thyn e




Attachment OPC A-4

Verizon and SBC Press Releases Announcing
In-Region Long Distance Market Share

e



Venzon Communications Posts Strong Results FOr Fourth Quaner and 2000 - Verizon

" veri on

@ Searget

Advanced Search

Investor Information

Company Profile

Stock Information

Financial Performance

Annual and Quarterly
Reports

SECFilings
News & Events

Investor Calenoar

Shareowner Services
Order Center

Investor Contacts

Print version
of this page

4]
b
1

)

nere

Products & Services Customaer Support About Verizon

@Conum us

invesior Informanon News 8 Svents

Verizon Communications Posts Strong Results
For Fourth Quarter and 2000

Feb 01,2001

High-Growth Services Fuel Revenue Gains; Company Meets Financial Goals and Delivers
Adjusted EPS of 77 Cents for Quarter. $2.91 for Year

YEAR-END HIGHLIGHTS

= 540,000 DSL (digital subscriber line) customers vs. 500.000 target

» 1.4 million New York long-distancecustomersvs. 1 milliontarget

= 12 millionnet new U.S. wireless customers in quarter. 27.5 million total

» Data revenuesgrow 30 percent for the year

» 108.8 millionaccess line equivalents (ALEs), with data circuits as measuredin ALEs growing
60 percent

s Telecom package sales increase 71 percent yearsver-year

= Proportionateinternational wireless customers grow 47 percentto 8.1 million

Verizon Communications announced today that fourth quarter 2000 reported earnings of 70
cents per diluted share, on net income of $1.9 billion, increased 11.1 percentfrom 63 cents, or
S1.7 billion. in fourth quarter 1999. For 2000. reported earnings per share (EPS) were $4.31, or
$11.8 billion. a 45.1 percent increase from $2.97. or $8.3 billion, in 1999. Reported results for all
periods incorporate the net after-tax effect of gains, charges and other adjustments described
below.

Adjusted EPS for fourth quarter 2000 of 77 cents. or $2.1 billion, increased 2.7 percentfrom 76
cents. or $2.1 billion, in fourth quarter 1999. For the year, adjusted EPS rose 2.5 percent 10
$2.91, or $8.0 billion. from $2.84. or $7.9 billion, in 1999, in line with the company's previously
announced financial targets. Adjusted resultsfor fourth quarter 1999 include results of the U.S.
wireless properties of Vodafone Group Pic that became part of Verizon Wireless as of April
2000.

Continuing strong demand for high-growth services such as wireless and data. and soiid
volumes for voice services, drove a 6.7 percent increase in adjusted consolidated revenues
from current operations, lo (616.9 billion, from $15.8 billion in fourth quarter 1999. Full-year
adjusted consolidated revenues from current operations grew 7.2 percent, to $63.4 billionfrom
$59.2 billion in 1999. Adjusted revenues in all periods exclude revenues from certain significant
operations sold in 1999 and 2000.

"Our solid operating performance in 2000 confirms both the validity of our business modelend
our ability to execute on it." said Verizon Chairmanand Co-CEO Charles R. Lee.

"Last year, we completed two major transactions that gave us the scale as well as the financial
strength and flexibility lo deliver sustained. profitable growth in competitive markets. We
integrated organizations without missing a beat and made full use of our new capabilities. We
started a long-distance operation in New York that established a new modelfor simplicity and
value and won more than 20 percent of the consumer market; we worked through numerous
industry-wide challenges to begin meeting the tremendous demand for broadband services; we
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Appendix 1

A Critical Examination of the ""Independence’*of the
Telecommunications Research and Action Center Studies
Regarding Alleged Consumer Benefits Following
BOC Entry Into the Long Distarze Market

The TelecommunicationsResearch and Action Center (“TRAC™) describes its primary
goal as promot[ing] the interests of residential telecommunications customers."" TRAC has
published what it claims to be "independent'*studies (all with nearly identical conclusions) for
numerous Verizon-region states. plus California. Illinois. Florida. and Georgia. The studies
purport to show that consumers will *"benefit"* from BOC entry into the long distance market in

the form of lower prices for long distance and local services.

The conclusions reached by TRAC in its various studies are not credible. First. although
TR A poses as an advocate for consumer interests. the organization's funding can be traced
back to the RBOCs. Second.and more imporantly. the methodology that TRAC employs is
seriousiv flawed and grossly exaggeratesthe savings. if any. that consumers might plausibly
abtain from RBOC long distance entry. The BOCs have directly and indirectly relied upon the

resulis of the various TRAC studies in suppon of their Section 271 applications for interLATA

| hup:“www trac.org/about/index htm(. accessed 09/18/02.




authority." Any reliance by a state public utility commission upon the conclusions of these

studies or upon any extrapolations or inferences derived therefrom would be highly misplaced.

The TRAC Studies are not independent studies, but rather were paid forand sponsored by
a Washington, DC public relations firm whose clients include Verizen, Qwat. SBC,
BellSouth. and their industry lobbying organization, the United States Telecom
Association.

TRAC"s own characterization of its group as an advocate for “the interests of residential
telecommunications customers'* does not withstand scrutiny. In fact, TRAC is neither
""independent."* nor is there any basis to portray it asa consumer group. TRAC is registered as a
not-for-profit corporation organized under §501(c)(3) of the US Internal Revenue Code! Asa
not-for-profit corporation. TRAC files IRS Form 990-EZ return annually with the Internal
Revenue Service: these returns are supposed to be made public and are available from the

Nationa) Center for Charitable Statistics NCCS).?

> Ilnot directly submitied to the state public utility commission as pan of its Section 271
application. the BOCs frequently refer to calculations of consumer benefits made by
.independent economists’* and **consumer watchdog groups'* in press releases announcing the
submission of the 271 application for state review. See. for example. Verizon News Releases,
“\ erizon: Stud! Reinforces Why New Jersey Consumers Should Not Have To Wait For Savings
On Phone Bills."” December 13.2001: **Verizon Asks PSC to Support Company's Request to
Ofter Lon; Distance in Maryland.”™ April 12, 2002: **Verizon Asks PSC to Support Company's
Request 1o Offer Long Distance in West Virginia." June | 1. 2002: and **Verizon Asks PSC to
Support Campany s Request to Offer Long Distance to Nation's Capital.” July 12,2002.

3 L.S.CE501(e)3)

4 As of June 8. 1999, all 501(c) organizations — except private foundations —are
required to send copies of their three most recent Form 990 (as well as their Form 1023, the form
to appls for tax-exempt status)to anyone who requests them. The TRAC Form 990 for 2000 is
avaifable at nces.urban.org/990;.



